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COMMONWEALTH OF VIRGINIA
STATE CORPORATION COMMISSION
AT RI CHVOND, MAY 7, 2001
APPLI CATI ON OF
SHENANDOAH GAS, A DI VI SI ON
OF WASHI NGTON GAS LI GHT
COVPANY
CASE NO. PUE0O00278
For an Annual | nformational

Filing

ORDER ADOPTI NG RECOMMENDATI ONS
AND DI SM SSI NG PROCEEDI NG

On Cct ober 30, 2000, Shenandoah Gas ("Shenandoah" or "the
Conmpany"), a Division of Washi ngton Gas Li ght Conpany ("W3"),
filed its Annual Informational Filing ("AIF") with the State
Cor porati on Conm ssion ("Comm ssion"). The Conpany's AlF
i ncluded financial and operating data for the twelve nonths
ended June 30, 2000.

On March 30, 2001, the Staff filed its report on
Shenandoah's application. Anmong other things, the Staff noted
that in Shenandoah's | ast rate case, Case No. PUE970616, the
Commi ssi on authorized a return on equity range of 10.2% 11. 2%
for the Conpany. Staff reserved the right to address the cost
of capital ramfications of WAL.'s interest rate hedge agreenents
in the next rate proceeding involving Shenandoah and its

oper ati ons.
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In its accounting analysis, anong other things, Staff noted
that the effect of its adjustnents was to increase the Conpany's
return on rate base to 9.6%and its return on common equity to
12.32% a return on equity above the return on equity range
aut hori zed for the Conpany. Staff did not reconmend any action
on the Conpany's rates at this tine, pending receipt of the
Conpany's Al F based for the twelve nonths endi ng Decenber 31
2000, to be filed on May 31, 2001. However, Staff proposed that
Shenandoah and WEL nmake adjustnents in their AlFs for the twelve
nont hs ended 2000, simlar to those that would be made in a
general rate application. Staff further recommended that the
Conmpany be required to file Schedules 8 and 22 in addition to
the schedules usually required to be filed with an AIF. It
noted that WA.'s capital structure would be used to cal cul ate
the cost of capital for WG and Shenandoah, based on these
Conpani es' respective cost of equity ranges.

On April 20, 2001, Shenandoah, by counsel, filed comments
in response to the Staff Report. 1In its coments, Shenandoah
noted that Staff excluded approximately $1.8 mllion of
"Materials and Supplies" from Shenandoah's working capita
al l omance. In addition, the Conpany proposed a nodification to
the Staff's inconme tax adjustnent. According to the Conpany,
these two adjustnments further reduced Shenandoah's return on

equity for the twelve nonths ended June 30, 2000, to 11.34%-14



basi s above the return on equity range authorized for Shenandoah
and within the return on equity range authorized for WA.

Shenandoah represented that it has been advised that Staff
would withdraw its proposals that the Conpany be required to
file Schedules 8 and 22 with its next AIF and that WA be
required to file general rate case adjustnments with its next
Al F.  Shenandoah agreed to include with its next AF
suppl ement al schedul es showi ng the Conpany's adjusted return on
equity after adjustnents permtted in a general rate case if,
after adjustnents permtted in the AIF, Shenandoah's adj usted
return exceeded its authorized return on equity range of 10.2%
11.2% The Conpany reserved the right to propose additional
adjustnments if, after review, Staff determ ned that Shenandoah's
return on a fully adjusted basis during the test year ended
Decenber 31, 2000, exceeded its authorized return on equity
range. Shenandoah requested that the Comr ssion dismss the
case in accordance with its coments.

On April 26, 2001, the Staff filed its Reply to the
Company's comrents. In its Reply, the Staff accepted
Shenandoah' s proposed nodifications to Staff's cash working
capital and inconme tax adjustnents. It noted that if these
nmodi fications were made to the Conpany's cost of service,
Shenandoah' s adjusted return on equity would be 11.34%

approxi mately 14 basis points above the return on equity range



established for Shenandoah, but within the return on equity
range of 11.0% 12. 0% aut hori zed for WA.

Staff concurred wth Shenandoah's proposal that the Conpany
should file general rate case adjustnments and suppl enenta
schedul es showi ng the Conpany's adjusted return on equity after
adjustnents permtted in a general rate case with the Conpany's
next AIF if, after the adjustnents usually permtted in an AlF,
Shenandoah' s adjusted return on equity exceeds its authorized
return on equity range of 10.2% 11.2% Staff commented that it
expect ed Shenandoah to file all material general rate case
adjustnments if the Conpany's adjusted return on equity exceeds
its 10.2% 11. 2% aut hori zed return on equity range. Staff
Wi thdrew its reconmmendations that (i) Shenandoah file Schedul es
8 and 22 with its next AIF;, and (ii) that WA be required to
file general rate case adjustnments with its next AlF.

Subsequent to the filing of its Reply, Staff has advi sed that
Shenandoah has authorized it to represent that the Conpany does
not desire to file any further responses in this matter.

NOW UPON CONSI DERATI ON of the Conpany's application, the
Staff Report, Shenandoah's coments thereto, and the Staff's
Reply to Shenandoah's comments, the Comm ssion is of the opinion
and finds that the agreenent reached by Staff and Shenandoah
concer ni ng Shenandoah's AlF is appropriate and should be

accepted; that Shenandoah should be required to file al



mat eri al general rate case adjustnments and include suppl enment al
schedul es showi ng the Conpany's adjusted return on equity after
the adjustnents permtted in a general rate case with its next
AlF if, after the adjustnents usually permtted in an AlF,
Shenandoah's adjusted return on equity exceeds its authorized
return on equity range of 10.2% 11.2% and that this matter
shoul d be dism ssed fromthe Conm ssion's docket of active

pr oceedi ngs.

Accordingly, IT IS ORDERED THAT:

(1) 1In accordance with its representati on, Shenandoah
shall include with its next AIF for which Docket No. PUE010075
has been reserved suppl enental schedul es showi ng the Conpany's
adjusted return on equity after enploying the adjustnents
permtted in a general case, if the adjustnents pernmitted in the
Al F denonstrate that the Conpany's adjusted return on equity
exceeds its authorized return on equity range of 10.2% 11.2%

(2) This matter shall be dism ssed fromthe Conm ssion's
docket of active proceedings, and the papers filed herein nade a

part of the Conmission's files for ended causes.



